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C~P.rnRI 
INTRODUCTION 
Statement of the Problem 
The purpose of this studywas to develop two instructional units 
on the topics of Insurance and Agency in business law for twelfth grade 
students. The unit organization presented in Fundamentals of Secondary 
School Teaching1 was adapted to this study. 
Justification of the Problem 
Undoubtedly, the major objective of a course in business law is 
to help the student cope more effectively with many import~~t problems 
which he is bound to encounter repeatedly in life. By mastering the 
essentials of business law, the student acquires a clearer, fuller 
understanding of his basic legal rights and duties. Moreover, the 
study of business law tends to make a person more aware of situations 
involving legal consequences and of the importance of obtaining sound 
legal counsel when confronted with problems to solve and decisions to 
make. 
The 1L~it method as advocated by Billett2 is definitely more 
effective in teaching business law than the traditional methods. 
~illett, Roy o., Fundamentals of Secondary School Teaching, 
Houghton Mifflin Company, Boston, V~ssachusetts, 1940, pp. 459-579. 
2 Loc. cit. 
) 
Among the many advantages of the unit method, the writer finds that the 
following are outstanding: 
The unit method 
1. provides for individual differences in an easy and 
natural manner. 
2. helps to develop student initiative and self-confidence. 
3. promotes a better teacher-pupil relationship. 
L.. facilitates the checking of student progress. 
5. leaves the teacher free to circulate and devote more 
time to the students who need special help. 
The average student, if he is to benefit from a cotrrse in business 
law, must understand and realize the extent to which law relates to his 
everyday experiences. In the following units prepared for use in Saint 
Anthony High School, New Bedford, Massachusetts, the writer has tried 
to keep vnthin the experiences of his twelfth grade students, and to 
use language that they readily understand. 
Discussion of Terms 
The purpose of this section is to familiarize the reader vdth terms 
that are frequently used in connection vdth the unit method of teaching. 
The Learning Unit represents the teacher's goal in terms of a 
desirable change in pupils. It is an accurate word picture stated in 
complete declarative sentences in which the teacher gives the pupils 
the opportunity to advance in concepts, skills, ideals, attitudes, and 
. t' 1 apprecJ.a 1ons. 
1Ibid., p. 505. 
Delimitation of the Unit is a statement of the lesser learning 
products which are the essential elements of the unit and which are to 
be made the direct object of instruction. The items of delimitations 
are obtained by the process of analysis and each item is stated in one 
or more declarative sentences employing a vocabulary which the pupils 
may be expected to use. Since the delimitation is for the teacher's 
use only , the items may be arranged in logical order .1 
Incidental Learning Products are those that are likely to result 
from taking part in the unit even though this learning is not the direct 
object of the instruction. 2 
Introductory Activities refer to those activities in which the 
teacher attempts to give the student a general picture of the unit. 
Unit Assignment is the best sequence of teacher-pupil activity 
which the teacher was able to arrange prior to the opening of the teacher-
learning cycle. The unit assignment consists of questions, standards to 
be achieved, and tasks to be performed, and is intended to stimulate 
problem-solving activities.3 
Core Activities apply to that part of the unit assignment in which 
most pupils--perhaps all pupils--are expected to participate directly 
at some time, in some way, and to some extent . An element of choice is 
intended in these core activities. Choice may be in how, when, or where 
a given task may be performed.. The core activities are reproduced on 
1Ibid.' p. 505. 
2Ibid., p. 506. 
3Ibid., p . 507. 
mimeographed or otherwise duplicated study and activity guides. Each 
pupil receives a copy.1 
Optional Related Activities are those activities in which pupils 
engage solely because they want to. These optional related activities 
are considered an extension of the main learning product which is the 
unit. The pupils are expected to select related activities and submit 
them to the teacher for advice and approval. The optional work may be 
posted on the bulletin board or may be kept on three by five cards in 
2 
a box file and made available to students. 
Tentative Time Allotment is a statement of the approximate time 
that students are to spend on the unit. 
Study and Activity Guides are duplicated sheets given to each pupil 
containing the teacher's instructions and the requirements of the unit 
work. By means of these guides the teacher can give direct personal 
help and guidance to any pupil or group of pupils.3 
List of Materials and References are used to abbreviate the study 
and activity guide. A list of names of authors, books, and articles are 
prepared and included. A simple code is devised such as 2:29-37. This 
means, "You may get some help on this problem if you read pages 29 to 37 
of the second reference in your reading list. 114 
1Ibid., P• 507-8. 
2Ibid., p. 507. 
3Ibid., P• 508. 
4Ibid., P• 509. 
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Organization of the Study 
This study is organized into five chapters. Chapter I, the Intro-
duction, contains the statement of the problem, the justification of the 
problem, and a discussion of terms. In Chapter II, Review of Literature, 
five theses are reviewed. Quotations taken from these theses are used 
to substantiate the writer's opinion ofthe value of using the unit method 
in teaching business law. The third Chapter outlines the procedures 
followed in constructing the units. Chapters IV and V, Agency and 
Insurance, contain a general statement of the unit, the delimitation 
of the unit, the incidental learning products, the core activities, the 
optional related activities, the students' references, and a mastery test 
to evaluate pupil growth. 
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CHAPTER II 
REVIEW OF LITERATURE 
Every teacher's primary objective is to guide the individual to 
the discovery of a succession of intellectual interests and to motivate 
the activities involved. The unit organization concerns itself with 
the improvement of instruction, with the organization of curriculum 
materials into units, and with changes in the teaching-learning 
cycle. It seems then, that the unit method advocated by Billett1 
would be an effective method of teaching business law. 
A review of literature covering five theses written according to 
Billett's unit method, four in business law and one in economics, 
served as an incentive in developing the units included in this paper. 
Bell2 says that, 
Unit organization aids in creating situations 
whereby pupils find worth-while goals toward which to 
work, pointing out direct routes to vital areas of 
experience, and providing for variety, flexibility, 
interests, individual differences, self-development, 
objective evaluation, and application to contemporary 
situations. 
Naturally, the unit organization of instruction will be effective 
and successful inasmuch as the teacher adapts her instruction to the 
needs of her pupils. These needs vary according to what the pupils 
1Billett, Roy o., Fundamentals of Secondary School Teaching, 
Houghton Mifflin Company, Boston, Massachusetts, 1940. 
2Bell, Alexander G., Two Instructional Units in Business 
Organization: How BusinesSTs owned, and Relat~onsnip of Government 
and Bus~ness, Unpubl~shed Master's TheSiS, Boston University, Boston, 
MaSsachusetts, 1951. 
6 
lrnaw, what they are able to do, and what they are apt to do in the 
area represented by any given topic. The alert teacher will see that 
the more rapid learners are not permitted to remain unoccupied, but 
will provide interesting, thought-provoking activities. She will also 
help the slaw learners attain a goal satisfactory to themselves and to 
the teacher. 
Belll discusses at length the advantages and disadvantages of the 
unit method. He also sets forth philosophies on the teaclung-learning 
cycle by quoting noted educators, such as: Morrison, McMurry, Miller, 
Washburne, Parkhurst, and particularly Billett. Be112 favors Billett 
and consequently uses his plan in developing two units: "How Business 
is Owned" and "Relationship of Government and Business." In these units 
he feels that he was able to give his students opportunities to engage 
in practical, worth-while learning activities. 
The teacher's role in the unit method of teaching is to direct, 
to assist, to check on the work of the individual, to maintain a suitable 
atmosphere for study, and to give tests on the work completed. Warner3 
states that "a highly desirable atmosphere is created in teaching the 
unit assignment, and that there is greater informality. Closer under-
standing between the teacher and the student created at the proper time 
will help to promote greater interest and enthusiasm on the part of 
1 Ibid. ' p. 17 • 
2Ibid., p. 18. 
\varner, Wesley Frank, Two Source Units in Business Law on 
Contracts, Torts and Crimes, · Unpublished Service Paper, BostonUni versi ty, 
Boston, Massachusetts, p. 2. 
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both." However, he reminds the teacher that she must not forget that 
though the unit may have been well prepared and well taught, she must 
approach the same unit from a slightly different angle every time she 
presents it to avoid the monotony of repetition. 
In a unit on economics, Sister Sainte Marie Claire1 asserts that 
• • • very often students are disappointed in their 
expectations, because teachers have failed to main-
tain interest by placing too much emphasis on theo-
retical principles and too little on their practical 
application in real life situations. 
If this is true of economics, it is no less true of business law. 
Many legal principles become meaningless to students because the 
teacher fails to recognize the need of concrete experience, or fails 
to provide vicarious experiences to supplant unattainable concrete ones. 
Business law is one of the most stimulating subjects to teach, especially 
if the pupil feels he can apply the knowledge he is gleaning in school 
to his everyday living. Frequently, failure to interest is due to a 
presentation of material which is lacking in vividness. It may be due 
to a slavish adherence to the use of one textbook; to assignments which 
are not problematic, or to poor equipment. Interest does not mean mere 
entertainment, but implies sustained voluntary attention. The unit 
method of instruction may be the solution to the problem of improving 
the teaching of this subject, since it provides a variety of activities, 
projects, and questions that may arouse in the student a desire to 
1 Sister Sainte Marie Claire (Lamy), An Instructional Unit on 
the Distribution of the National Income for Use in a Colle~conomics 
course, Unpublished Master's Major Project, Boston University, Boston, 
Massachusetts, 1952. 
learn more about -his duties, rights, and obligations as a citizen and 
a member of the business world. 
Sister Saint e Marie Claire1 insists that 
The unit method of teaching is designed to 
arouse and maintain the interest of individuals 
because assignments are geared to the level of 
the group. By giving the students a certain 
margin of freedom in their choice of activities 
to be performed, the unit is bound to bring 
about the desired results in mental growth of 
the students, each according to his own intel-
lectual capacity and eagerness to learn. 
However, the teacher must make sure that the students are provided ' 
with adequate facilities and sufficient material to work without tension. 
Lane2 makes special mention of this requisite when he sa;ys: "The 
teacher must first make available to the class sufficient copies of t he 
reference books to be used. A bookcase for this purpose should be 
provided." Unless students study under favorable conditions, confusion 
is bound to set in. 
By making use of the unit method in teaching negotiable instruments, 
Hoyt3 was able to prove, through an analysis of a pretest and a mastery 
test given to thirty-four students at "flhitinsville High School, Whitins-
ville, Massachusetts, that it is a ve~ rewarding way of teaching. 
Results indicated a wide range of learning within the group. The 
1Ibid., p. 14. 
2Lane, John E., Unit Organization of Two Topics in Business Law: 
Owning or Renting ~Home and Using Business Services, Unpublished 
Master's Service Paper, Boston University, Boston Massachusetts, 1949, 
P• 6. 
3Hoyt, Frances J., The Development of an Instructional Unit in 
Business Law, Unpublished Master's Service Paper, Boston University, 
Boston, Massachusetts, PP• 42-43. 
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greatest increase in achievement scores by any one person was 78 per cent. 
The smallest increase in achievement was 35 per cent. The group of 
students as a whole increased 61 per cent. It is interesting to note 
that all students increased their knowledge on every learning phase 
of negotiable instruments after taking part in the unit activities. 
that 
In concluding, it might be apropos to recall Billett 1 s1 warning 
A satisfactory unit, well-stated and delimited, 
is not a sudden stroke of genius. It can result only 
from systematic efforts to discover and to consider, 
as effectively as possible, the variability in ap-
titudes, abilities, interests, aims, and needs of the 
pupils for whom the unit is being established. 
Obviously then, it is a difficult task to prepare a good teaching 
unit. However, after reviewing the unit organizations mentioned in 
this chapter, the writer has come to the conclusion that it can be 
done effectively if the teacher is sincere and serious in planning 
and preparing her work. 
By choosing the unit method to teach the topics of agency and 
insurance, the writer feels that the tangible results expected will 
prove that the choice was a wise one. Through the organization of the 
unit, the writer expects greater student interest in the work, better 
work habits and attit udes, and fewer failures in the subject. 
l Billett, Roy 0., Fundamentals of Secon~ School Teaching, 
p. 379. 
~ . o 
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CHAPTER III 
PROCEDURES 
The units in this study were prepared in the following manner: 
1. The principles of unit construction were reviewed through 
readings from Billett's Fundamentals of Secondary School 
Teaching. 
2. A review of literature, covering five theses written in 
accordance with Billett's Unit Method, four in business law 
and one in economics, served as an incentive in developing 
the units included in this paper. 
3. The objectives of the unit were thoughtfully planned and 
paralleled. with objectives set forth by authorities in the 
field of business law. 
4. A number of business law textbooks were reviewed to determine 
the principles of law which should. be emphasized and the ac-
tivities which should be included in the units. 
5. Student references were selected on the basis of the level of 
reading difficulty, attractiveness, modern illustrations, and 
interesting material. 
6. A list of teacher references was chosen to give a varied 
interpretation or explanation of the legal principles to be 
taught. 
7. The delimitation of the unit was prepared, consisting of com-
plete, short declarative sentences. The delimitation which is 
for the teacher's use only contains the principles and concepts 
which the teacher expects to cover in the unit. 
8 . The introductory activities were written to arouse the curiosity 
of the students and to induce them to participate in the study. 
9. The core activities were developed and specific references wer e 
chosen for each core activity to avoid confusion and to save 
time and effort. All of the students are expected to participate 
in the core activities. 
10. The optional related activities were developed to provide for 
individual differences, and to challenge the more rapid learner 
to solve difficult problems and projects. 
11. A mastery test was constructed to measure pupil growth. The 
results of the test should serve to evaluate the knowledge 
acquired by the students, to spot weaknesses in the unit itself, 
and to indicate areas that necessitate a review. 
CHAPTER IV 
AGENCY 
General Statement of the Unit 
In the complex commercial life of today much of the world's 
business is of necessity transacted by proxy. The amount of business 
that a man can do is limited. Hence, to conduct the great activities 
of the world, those with executive ability empower others to act for 
them. Every business man, large or small, finds it necessary to 
utilize the services of different types of a gents such as salesmen, 
managers, brokers, and factors. Corporations can carry on their 
business only through agents. Moreover, all of us come into frequent 
contact with a gents in attending to the ordinary affairs of daily 
life. It is necessary, then, that students have some knowledge of the 
legal principles involved in the creation of agency, the extent of the 
agent's powers, the duties and liabilities of the a gent and the princi-
pal to each other, the liability of the principal and the agent to 
third persons, and. the termination of the relationship. The subject 
of agency is of vital importance in insurance, partnership and corpo-
ration law. 
Delimitation 
A. Nature of Agency 
1. Agency is a contract conferring upon one person the power to 
represent another in business transactions. 
j_3 
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2. \fuen the relationship of principal and agent is not based on 
contract, it is known as a gratuitous agency. 
3. An individual who is entrusted. with the task of representing 
another person is called an a gent. 
4. The person appointed may be known as a gent, factor, broker , 
attorney, proxy, delegate, or representative. 
5. The person whom the a gent represents is known as the principal. 
6. Persons who are competent to contract may be principals. 
1· Anyone, except a very young child or one whose mind is mentally 
incompetent, may be an agent. 
8 . Agents are usually classified as special a gents or general 
agents. 
9 . Special a gents are those authorized by the principal to trans-
act definite business affairs or to do specific acts. 
Example: a telephone company employee who is authorized to 
receive the payment of bills is a special agent. 
10 . General a gents are authorized to do all things which normally 
arise in conducting a particular line of business. Example: 
the manager of a chain store is a general a gent. 
11. Factors, brokers, and auctioneers are known as professional 
a gents. 
12. A factor is a special agent who sells property that has been 
delivered to him on a commission basis. 
13. A broker is a special a gent who negotiates contracts without 
having the possession of goods. 
14. An auctioneer is a special a gent who conducts a public sale 
of personal or real property and sells to the highest bidder. 
) < --
15. A person may not delegate personal acts or illegal acts. 
Examples of personal acts: voting at elections, taking oath 
of office, making a will. Illegal acts: selling lottery 
tickets through an agent. 
16. The person with whom the agent deals on behalf of the prin-
cipal is called the third party. 
B. Creating the Agency 
1. Agencies may be created by: 
a. agreement or appointment 
b. implication or estoppel 
c. ratification 
d. necessity 
2. Agencies created by agreement may be either oral or written. 
3. If the task to be carried out cannot be performed within one 
year, it must be in writing to conform with the Statute of 
Frauds. 
4. When the nature of the agent's work requires him to execute 
sealed contracts, then the agency contract must be in writing 
and under seal. 
5. A formal appointment under seal is known as a power of attorney. 
6. An implied agency arises when a person has so acted as to lead 
another to believe that he has authorized an agent to act in 
his behalf. In such a case the principal is estopped to deny 
the fact of agency. 
7. Agency by ratification is the subsequent acceptance or approval, 
actual or implied, by the principal of an unauthorized act of 
another as his agent. 
:15 
8. The essential elements of a valid ratification are: 
a. The principal must be a competent party. 
b. The principal must be aware of the nattrre of the agent's 
act. 
c. The ratification must refer to the entire act, not to 
just a part of it. 
d. The ratification must be for legal acts. 
9. Agency may be created by necessity: 
a. A wife or minor children have po1rer to purchase necessaries 
upon t he credit of a father who does not supply them. 
b. An unpaid vendor has power to sell goods of the purchaser 
that are in his possession. 
c. A shipmaster has power to bind the owner on contracts for 
supplies and repairs. 
Duties and Liabilities Arising out of Agency 
A. Principals to Agents 
1. The obligations of a principal to an agent include: 
a. Compensation 
b . Reimbursement 
c. Indemnity 
2. Compensation means to pay for services rendered either in the 
form of salary or commission depending upon the agreement. 
3. Where the agent has necessarily expended money in the lawful 
discharge of the agency, and the amount is reasonable and may 
be said to have been within the scope of employment, he is 
entitled to reimbursement. 
'7 
4. The principal is nnd.er duty to indenmif'y the agent f'or any 
losses or damages suf'f'ered by the agent in the conduct of' 
the a gency. 
B. Principal to Third Persons 
1. The principal is liable to third parties f'or all acts committed 
by his a gent provided such acts are committed within the scope 
of the a gent's apparent authority. 
2. A principal is liable for the torts committed by his a gent 
while the latter is enga ged in carrying out his duties f'or 
the principal. 
3 . An nndisclosed principal may be held by the third party to 
the contract made by his a gent. 
4. A principal is bound by the knowledge of' or any notice to 
his agent in respect to a transaction in which the a gent is 
acting f'or the principal. 
5. The principal is responsible for statements made by his agent 
while transacting business within the scope of his authority. 
C. Agents to Principal 
1. The agent owes pis principal the duty to obey instructions. 
2 . The law requires an a gent to be faithful to the interests of' 
his principal. "No Man Can Serve Two .Masters." 
3. An agent must exercise reasonabl e care and. sldll or diligence 
in the performance of' his tasks. 
4. An agent must acconnt to his pri ncipal for all property or 
money belonging to his principal which comes into the a gent's 
possession. 
:17 
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5. An agent must keep his principal informed with respect to all 
matters pertaining to the agency. 
6 . An agent is under duty to complete the term of employment. 
D. Agent to Third Parties 
1. One who assumes to act as an agent without authority becomes 
personally liable to third parties. 
2. An agent who fails to disclose the existence of his principal 
becomes liable to the same extent as though he were acting 
for himself. 
3. The a gent is personally liable to third parties for money paid 
for the principal if this money is acquired either by fraud 
or by mistake. 
4. An agent is liable for all torts or wrongful acts committed 
outside or within the scope of his employment. 
5. An agent may make himself personally liable on a contract in 
behalf of his principal by intentionally pledging his own 
credit. 
E. Terminating the Agency 
1. Tne agent's authority is terminated when he completes the 
purposes of his agency, or at the expiration of the period of 
time for which he was engaged. 
2. The relation of agency may be terminated by the a greement of 
the agent and the principal. 
3. A principal may discharge an a gent at any time if the a gency 
is one at vTill. 
4. A principal may discharge an a gent on the grounds of incom-
petency, disloyalty, or misconduct. 
1 8 
5. 
6. 
A principal may not revoke an agency coupled with an interest. 
An a gency is coupled with an interest when the a gent has some 
interest or estate in the subject matter of the a gency, not 
merely in the agency itself. 
7. A revocation by the principal is not effective until notice 
has been given to the agent. 
8 . As a general rule, an agency can be brought to an end by the 
a gent at any time if it is an agency at will . 
9 . When an agent wrongfully abandons the agency he becomes liable 
to the principal for damages. 
10. Agency may be terminated by operation of law in the case of 
death, insanity, disability, bankruptcy, dissolution of a 
corporation or partnership, destruction of the subject matter 
and illegality. 
11. The authority of an agent is ordinarily terminated at once 
upon the death of the principal except when the authority is 
coupled with an interest. 
12. As between the principal and the agent insanity of either 
terminates the agency. 
13. If the a gency is coupled with an interest, the agency is not 
terminated by insanity. 
14. If the principal becomes insane, third parties who deal with 
the a gent in good faith , may hold the principal liable provided 
he has not been judicially declared insane. 
15. Personal incapacity of the agent resulting from illness or 
injury terminates the a gency. 
20 
16 . Illness or injury of the principal generally does not terminate 
the agency. 
17. If an agency which was legal when it was formed is made 
illegal by a law subsequently exacted, the passing of the law 
will terminate the agency. 
18 . Notice need not be given to third parties when agency terminates 
by operation of law. The publicity connected with such con-
ditions is ordinarily sufficient notice to the public. 
Incidental Learning Products 
1. To make the students more aware of their moral duties as well as 
of their civic duties in their d.ealings with others. 
2. To give the students an opportunity to appreciate the role agency 
plays in the world of business. 
3. To increase the legal vocabulary of students on the topic of 
agency. 
Unit Assignment 
Tentative Time Allotment: The suggested time allotment for this 
unit is approximately ten class periods. 
Introducing the Unit: To stimulate interest and arouse curiosity, 
these questions would be asked of the members of the class. 
1. Do you know whether or not you may be an agent? 
2. Could you act as agent of another person if you are not 
paid to do so? 
3. Is a principal liable for his agent's wrongful acts (torts)? 
4. Can a principal discharge his agent just because he feels 
like it? 
5. Would you be legally allowed to be the agent of two principals? 
6. Would a fraudulent statement made by an agent in the course of 
his employment bind his principal? 
7. If a high school boy purchases a camera and charges it to his 
father, would you consider him his father's agent? 
8. Wou~d your agency be terminated if your principal died? 
Instructions to the students: On the guide sheet you will find 
questions to be anmvered and problems to be solved. For most of these 
you will find answers in your textbook, Pomeroy and Fisk, Applied 
Business Law. The references are coded and the numbers correspond to 
the list of references and materials found at the end of the guide 
sheet. When you have completed the required work, you may use the 
cards in the file which you will find on the table near the teacher's 
desk. You may do only those activities which you are most interested 
in. You need not follow the order in which these cards are filed. 
Core Activities 
You will use your notebooks to answer the questions and to solve 
the problems given on this guide sheet. Please use pen and ink. Do 
not begin the optional activities until you have completed the required 
work. At the end of this unit there will be: 
1. A mastery test covering the material on the guide sheet. 
2. A written composition of about 200 words on 111J'lhat I have 
learned about agency. 11 
Code number 2 is your textbook. The books and other materials 
you will need. are on the shelves in front of the room. 
1. In an article outlining the history of business it is stated that 
"the doctrine of agency is of outstanding significance in the 
development of modern business." Do you agree with this statement'? 
2:157-158 3:230 1:120 
2. Define: agency 2:157 3:230 4:269 1:121 
agent 2:160 3:230 4:269 1:121 
principal 2:159 3:230 4:269 1:121 
servant 2:123 3:332 4:286 1:122 
master 2:123 3:332 4:286 1:122 
3. State two examples of acts that may be performed. by an agent ·. 
2:16o 4:270-71 
4. State two examples of acts that cannot be performed by an agent. 
2:163 3:233 
5. Distinguish between agent and independent contractors. 
3:232 
6. Compare the power of general and special agents. 
2:164 3:230-31 4:270 
7. Some special types of professional agents are known as factors, 
brokers and auctioneers. Explain the meaning of each and give 
examples; 
2:164-65 4:271 
8 . State four ways in which agency may be created. Expand. 
2:161-62 3:233-34-35 4:272-74 1:123-25 
9· Give two cases where the appointment of an agent must be in writing. 
2:161 3:233 4:272 1:123 
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10. \{hat is meant by power of attorney? 
2:161 3:234 4:274 1:124 
11. Use your typewriting textbook page 323 and type out the model 
power of attorney. 
12. A husband informs a department store that it is not to sell any-
thing to his wife on credit. The husband neglects to provide 
his wife with clothing, and she charges i n his name at the said 
store a dress for which she has need. Is the husband liable to 
the store for the price of the dress? Why '? 
2:162 3:325 4:274 1:125 
13. If you owned a store and a boy wanted to buy a watch and have it 
charged to his father's account, what would. you do about it? 
2:162 4:274 1:125 
14. A neighbor asks you to pay his telephone bill for him. Are you 
an a gent? Is your neighbor a principal? If an agency is formed 
what kind is it? 
2:158-59 4:271-77 
15. Can you act as an a gent to another person if you are not paid to 
do so? Why? 
2:159 4:271 
16. Moran owned a valuable horse. Sullivan, without the knowledge of 
Moran, sold the horse to Bradley, representing himself as the 
a gent of Moran. Sullivan told Moran what he had done, and Moran 
decided. to accept the price paid by Bradley less a reasonable 
commission. Was there an a gency created? If so, how? 
2:162 3:234-5 4:272-3 -1:125 
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17. Name several essentials necessary to ratification. 
3:235 
18 . Explain implied and express authority. 
2:169-70 3:231 4:275 
19 . What is the difference between actual and apparent authority? 
What other word can you use for "apparent" ? 
2:170-71 3:232 4:275 
20. To what extent is the principal liable for wrongful acts or torts 
of the a gent? 
2:171 3:24o 4:276 
21. What does "within the scope of his employment" mean'? 
4:275 
22. ~10 is an undisclosed principal? 
2:171 3:239 4:282-83 
1:133 
23. What risk does the a gent of an undisclosed principal take? 
2:173 3:239-45 4:282-83 
24. Why is it very important to a principal that his a gent execute 
his orders strictly and obey all instructions ? 
2:175 1:136 
25. Explain the a gent's duty of being always loyal to his principal. 
Give an example of disloyalty on the part of the a gent. 
2:174 1:135 
26. The a gent must render an account to his principal. What do you 
understand by this statement? Give an example. 
2:175-76 1:137 
27. Adams, acting as agent for Cahill, was instructedto sell a lot 
for $500. He sold. it for $750 and pocketed. the extra $250. Is he 
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within his rights ? Why ? 
2:175 
28. State and illustrate three obligations of a principal to his 
a gent. 
2:176-77 3:238 1:137 
29. Wayne believed he owed a debt of $100 to Jewett. He gave that 
amount to Burns, who collected accounts for Jewett. Wayne dis-
covered his. mistake and notified Burns thereof before the money 
had been turned over to Jewett. Was Burns liable to Wayne for the 
money·? Why '? 
2:172-73 1:134 
30. Pretend you are Mr. Gear's agent. He asks you to go to the polls 
and cast his vote for Jim Daley for city councillor because he's 
too busy to go and the polls will close shortly. What is your 
duty as an agent in this case ? 
2:163 
31. Explain the following terms: (A quiz will be given on them, but 
it will be announced on the chalkboard beforehand.) 
torts 1:133 ratification 2:162 
indemnity 2:177 compensation 2:176 
reimbursement 2:176 power of attorney 2:161 
factor 2:164 bankruptcy dictionary 
broker 2:165 agency coupled 2:177 
auctioneer 2:165 with interest 
32. Notice to the a gent concerning agency matters is notice to the 
principal. What do you understand by this statement? 
2:172 
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33. May either party to a contract of agency terminate it? 
Explain. 
2:177 1:126 
34. Mention three ways by which an agency may be terminated? 
2:177 1:126-7 
35. Hryff does the law sometimes terminate an agency? Explain. 
2:178 1:127 
36. Define irrevocable agency. Give an illustration of irrevocable 
agency. 
2:177 1:126 . 
Optional Related Activities 
The following activiti es are meant to provide for individual 
differences. Students should be encouraged to study these problems 
and to solve as many as time and interest will permit. 
1. On page 114 of Colorful Teaching of Business Law by Levds P. 
Fickett and Christofel Cordell, you will find a dramatization 
of the 11 Creation of Agency. 11 Three characters are needed. 
Prepare to give this to the class. Vfllen you are ready, tell 
the teacher so that she may arrange for presentation. 
2. Another group may use page 116 number 49 of the same book for a 
similar dramatization~ The title of this dramatization is 
"Principal and Third Party. 11 
3. Complete a power of attorney form authorizing John Doe to convey 
lands owned by you and located in Hillsboro county of your state. 
4. If an agent deceives the party with whom he is dealing as to the 
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extent of his authority, who would be liable ? For example, if an 
a gent in order to make a sale said he was authorized to give a 
warranty that the article sold had qualities it did not have and 
he did so warrant, who would be liable? 
5. Write a skit similar to the one on page 114 of Colorful Teaching 
of Business Law on t he "Termination of Agency." 
6. Allen approaches Burns telling him that he is an a gent for Carr 
for the sale of certain goods. Burns makes an agreement with 
Allen under which Allen .is to sell Burns $100 worth of Carr's 
goods . Burns pays Allen $100 in cash. Later, -vrhen Burns goes 
to Carr's place of business to get the goods, Carr tells Burns: 
"I never gave Allen any such power. I t was up to you to call me 
to find out whether I had ever conferred this power on Allen. You 
are t he loser." Is Carr correct? Explain. 
7. What is a del credere agent? 
8 . Explain the legal position of an auctioneer. 
9. a. In wha t way is an attorney at law a public officer? 
b. An agent of his client? 
10. Paul has authorized Nolan, a factor, to sell for him, two thousand 
bushels of potatoes at $2 a bushel. Nolan sells the potatoes to 
Tom at the price specified by Paul, but extends one year's credit. 
Is the extending of credit within the implied. powers of Nolan's 
a gency? Explain. 
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Mastery Test 
Directions: Indicate whether the following statements are TRUE or FALSE 
by placing T or F in the space before each statement. 
---
1. Agency is based on the law of contracts. 
---
2. When the relationship of principal and agent is based on 
contract it is known as a gratuitous agency. 
3. Persons who are competent to contract may be principals. 
4. To be an agent one must be twenty-one years old. 
5. A special agent is one who has authority to transact 
specific business acts. 
---
6. The manager of a chain store is usually a general agent. 
---
7. Factors, brokers, and auctioneers are not considered as 
agents. 
8. A person may delegate personal acts but not illegal acts. 
---
---
9. Agencies created by agreement may be either oral or 1vritten. 
10. Power of attorney is conferred on lawyers only. 
---
11. If a wife buys a fur coat and charges it to her husband, 
---
she becomes her husband's agent by necessity. 
12. Agency by estoppel means the same as implied agency. 
---
13. If A stands by and sees B sell goods which belong to A and 
---
makes no protest, A will be held to have appointed B his 
agent and will be bound by A's transactions. 
14. The authority of an agent is conferred upon him by his 
- --
principal. 
15. A principal is not responsible for the torts of his agent 
---
while he is acting in the scope of his employment. 
----~16. Loyalty to the principal is a cardinal duty of the a gent. 
---~17. An agent may represent two principals as long as he keeps 
it a secret. 
18. An agent is liable to his principal if he fails to keep an 
----
account of money and property relating to the a gency. 
19. If an agent is discharged without sufficient cause, he is 
---
entitled to compensation and commissions he would have 
earned over the remainder of the contract period .• 
20. It is generally held that forgery cannot be ratified. 
---
21. Agency is always terminated by operation of law as a result 
---
of death, insanity or bankruptcy of the principal. 
22. An agency is terminated if either the a gent or the principal 
---
dies. 
23. Agency is irrevocable when coupled with interest. 
----
24. If an a gent acts outside the scope of his apparent authority, 
------
he becomes personally liable to third parties. 
____ 25 . If the principal fails to give notice of termination of 
a gency, he will be bound by acts which the former a gent 
performs in his name. 
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Matching 
Directions: In the parenthesis after each expression in Column II, 
write the letter of the word or phrase in Column I that 
is most closely related to it. 
Colu.rnn I Column II 
A. Agency l. Duty to pay reasonable 
expenses incurred by an 
B. Agency by estoppel agent. 
C. Agency by ratification 2. Duty to pay for losses 
suffered by an agent. 
D. Apparent authority 
E. Broker 
F. Commission 
G. Compensation 
H. Indemnification 
I. Factor 
J. Reimbursement 
K. Torts 
L. Unauthorized Agent 
M. Undisclosed Principal 
3. The duty of a principal to 
pay for the services of his 
agent. 
4. Paid to an agent for his 
services. 
5. A principal who allows him-
self to be represented to 
third parties and does not 
dissent to the representation. 
6. An agent whose function it is 
to buy and sell securities and 
other types of goods. 
7. The subsequent approval of an 
act which had not previously 
been authorized. 
8. A civil wrong committed against 
an individual. 
9. A contract conferring upon one 
person power to represent 
another. 
10. One who sells goods on com-
mission. 
11. One who conceals his identity 
from a third party. 
12. Implied authority or authority 
made necessary by the nature 
of the position the agent holds. 
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( ) 
( ) 
( ) 
( ) 
( ) 
( ) 
( ) 
( ) 
( ) 
( ) 
( ) 
( ) 
-. 
Completion 
Directions: In the following statements important words are omitted. 
Fill each space so as to make a complete and correct 
statement. 
1. The person with whom the a gent deals on behalf of the principal 
is called the 
2. A person may not delegate or 
-----------------
acts. 
3. The duties that an agent owes his principal are (4) 
---------------
(5) _______ ., (6) _______ , (7) ______ , 
(8 ) ,(9) _____ _ 
10. A principal may not revoke an agency 
-------------------
with 
11. A f ormal instrument appointing an agent is called 
12. Approval by the principal of the unauthorized acts of his agent 
is known as 
13. A principal may discharge an agent who is 
14. The most common method of creating an agency is by 
----------------
Multiple Choice 
Directions: Select the proper word or phrase that will make the 
statement correct. Use the parentheses for your answers. 
1. An a gency is created by appointment: 
a. if the contract is in writing 
b. if the principal ratifies the contract 
c. if it is based on a contract expressed or implied, 
oral, or written 
2. An appointment under seal means: 
a. to put a seal on the contract 
b. to confer power of attorney 
c. to give ostensible authority to the agent 
3. An agent should ordinarily make careful periodic reports: 
a. to his ·principal 
b. to third parties 
c. to the courts 
4. An agent is liable to third persons: 
a. if he acts in his usual and knmm capacity 
b. if he contracts for an imaginary principal 
c. if he discloses his principal 
5. A special agent acts within the scope of the authority 
he is given: 
a. when he does the things he was appointed to do 
b. when he does more than he was appointed to do 
( ) 
( 
( 
( 
c. when he does less than he was appointed to do ( ) 
6. Authority of the agent to perform the duties that are 
stated in the contract of agency refers to: 
a. express authority 
b. implied authority 
c. apparent authority 
7. A principal may rightfully revoke an agency: 
a. if the agent is "serving two masters" 
( 
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) 
) 
) 
) 
b. if the agency no longer exists 
c. if the a gency is coupled with an interest 
8 . An agent can ri ghtfully abandon his agency: 
a. if he feels like it 
b. if he is not given reasonable compensation 
c. if the principal is undisclosed 
9 . An a gency is coupled with an interest: 
a . if the a gent receives interest on investments 
b. if the a gent is interested in the a gency 
c. if t he a gent has a financial interest in the subject 
matter of the contract 
10. An agency will be terminated: 
a. if the principal dies but not if the a gent dies 
b. if the a gent dies, but not if the principal dies 
c. if either the principal or the a gent dies 
Problems 
( ) 
( ) 
( ) 
( ) 
Directions: In the following problems, underscore the correct answer 
YES or NO, and write in one sentence a reason giving the 
main legal principle involved. 
1. Kane was employed to sell a farm belonging to Hogan for not less 
than ~~12,000. Kane sold the farm t o Messer for $12,750. He kept 
$750. Could he do this ? 
YES NO 
2. Reason: 
3. Davidson gave Fernandes a mortgage on an automobile as security for 
a debt of $300 and. at the same time gave Fernandes the power to sell 
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the automobile in case of default. Davidson seeks to revoke the 
agency. Can be do so? 
YES NO 
4. Reason: 
5. Jacobs owned a valuable racing horse. Roberts, without the know-
ledge of Jacobs sold the horse to Pratt representing himself as 
Jacobs' a gent. Roberts told Jacobs what he bad done and Jacobs 
decided to accept the price paid by Pratt less a commission for 
Roberts. Roberts nm.r sues for the couunission. Has be a good 
case? 
YES NO 
6 . Reason: 
7. Bridges, a minor, wishes to appoint Jackson his a gent to buy an 
automobile. Since Jackson is thirty and capable of making con-
tracts, Bridges feels that this would be all right. Could be do 
this ? 
YES NO 
8. Reason: 
9 . Carlson, the owner of a haberdashery, appointed Thompson, nineteen 
years of a ge, as buyer in the sports department. Thompson ordered 
a large quantity of sports shirts from a wholesaler. Carlson 
refused to be bound by Thompson's contract alleging that Thompson 
was a minor and could. not contract. Do you agree? 
YES NO 
10. Reason: 
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Key to Mastery Test 
True -- False Matching Completion 
1. T 1. J 1. third persons 
2. F 2. H 2. personal--illegal 
3. T 3. G 3. obedience 
4. F 4. F 4. loyalty 
5. T 5. B 5. skill, diligence 
6. T 6. E 6. performance 
7. F 7. c 7. accounting 
8. F 8. K 8. informing 
9. T 9. A 9. coupled with interest 
10. F 10. I 10. power of attorney 
11. F 11. M 11. ratification 
12. T 12. D 12. incompetent 
13. T 13. appointment 
14. T 
Multiple Choice 
15. F 
l. c 
16. T 
2. b 
17. F 
3. b 
18. F 
4. b 
19. T 
5. a 
20. T 
6. a 
21. T 
7. a 
22. F 
8. b 
23. T 
9 • . c 
24. T 
10. c 
25. T 
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Problems 
l. No 
2. Reason: this was an act of disloyalty t o his principal. 
3. No 
4. This agency is coupled with an interest. 
5· Yes 
6 . This is a gency by ratification. 
7. No 
8 . No agency is created because a minor cannot be a principal. 
9 . No 
10. Thompson, although a minor, can be the a gent of Carlson and bind 
him on his contracts. 
CHA.Pl'ER V 
INSURANCE 
General Statement of the Unit 
Life necessarily involves risks. No matter hmv careful a person 
may be, there is always the possibility of accidents that will endanger 
his person or his property. 
Several centuries ago, a group of merchants decided they might 
protect their welfare by contributing to a common fund, out of which 
any one of them would be reimbursed in the event that he suffered a 
l 
specified loss. This marked the beginning of insurance. 
In modern times, insurance has become a vast and extremely com-
plex enterprise which is tied up closely with practically every phase 
of our entire economic and social structure. In one way or another 
most students will be personally concerned with insurance. They vvill 
be called upon to decide which kind of insurance is best suited to their 
needs and means. Consequently, it is of vital importance that students 
understand the principles upon which insurance is based, the relative 
costs, the various types available, and the laws which govern and 
regulate the activities of insurance companies. 
Delimitation of the Unit 
The statements for the following delimitations of the unit were 
adapted from t he readings listed in the bibliography. 
1 Good, Harry I. and Keicher, Rose M., Visualized Business Law, 
Oxford Book Company, 1940, P• 196. 
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A. Nature of Insurance 
1. Insurance is a contract whereby one undertakes to indemnify 
another against loss, damage, or liability arising from an 
unknown contingent event. 
2. The party who agrees to make good the loss is called the 
insurer or underwriter . 
3. The party who contracts with the insurer and is protected 
a gainst loss from death or injury to person or property is 
known as the insured or assured. 
4. The consideration for a contract of insurance is called a 
premium. 
5. Premiums are the amounts to be paid at regular intervals to 
the insurance company for its protection. 
6 . Premi urns may be paid annually, semi -annually, quarterly, 
monthly, or weekly. Premiums paid annually are the cheapest. 
Weekly premiums are the most expensive. 
7. The written contract is known as a policy . 
8 . Most insurance companies operate through agents, therefore, 
the · law of a gency is involved in insurance. 
9 . A contract of insurance need not be in writing unless that 
form is required by statute . 
10. A contract of insurance is ordinarily made in writing, however, 
even when the form is not required. 
11. A statement of fact which is presented to the insurer as a 
basis for a contract of insurance is known as a representation. 
12. A representation is not part of the contract, but collateral 
to it. 
13. Warranties are an assertion or promise stipulated or incor-
porated in the policy which, if not literally and strictly 
true, renders the contract voidable. 
14. Life insurance policies often contain an incontestable clause. 
15. An incontestable clause waives the company's rights in respect 
to warranties and representations after a lapse of a certain 
length of time. 
16. In an insurance contract the insurer is generally the offeree. 
17. Anyone who has the capacity to enter into an enforceable 
a greement may become an insured. 
18 . A person who enters into a contract of insurance must have an 
insurable interest. 
19. A person is said to have an insurable interest in property 
when he has such an interest that he would suffer a direct 
financial loss if the property were injured or destroyed. 
20. Insurable interest in property must exist when the insurance 
takes effect and when the loss occurs. 
21. A person has an insurable interest in his own life. He may 
have an insurable interest in the life of another if upon the 
death of the one on whose life the insurance is taken would 
deprive the one taking the insurance of some benefit. 
Example: a wife has an insurable interest in her husband; a 
creditor in the life of a debtor; a partner in the life of his 
partner. 
B. Property Insurance 
1. Property insurance is anagreement by the insurer in considera-
t ion of t he premium, to indemnify the insured a gainst loss or 
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damage which may occur to specified property by reason of 
specified causes • . 
2. Some of the common contingencies against which insurance on 
property is affected are: 
a. Injuries or losses due to natural forces: fire, tornadoes, 
cyclones, lightning, hail, floods. 
b. Injuries or losses due to human activity: theft, riots. 
3. Property insurance is usually classified as: 
a. Casualty insurance which deals with losses caused by 
chance, negligence, or accident. 
b. Fire insurance which indemnifies the mmer of real or 
personal property for losses resulting from a fire. 
c. Marine insurance which protects against loss or damage to 
vessels, cargoes, and other property exposed to the perils 
of the sea. 
d. Title insurance protects from losses arising out of a 
defective title or an interest in real property. 
4. In terms of amoltnt payable, property insurance policies are 
classified as valued and open policies. 
5. A valued policy is one that contains a statement that the 
property is valued at a specified sum. This type is always 
used in life insurance. 
6. An open policy sets a maximum liroi t for which the insurer will 
be liable. The amount payable is to be determined by proof 
of actual loss. This type of policy is generally used in 
fire insurance. 
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7. A standard policy is one that has been adopted by most states. 
The provisions of a standard policy are the same for all 
persons. They relate to duration, co-insurance, insurance in 
more than one company, removal of property, vacancy, proof of 
loss and subrogation. 
8. In establishing a loss by fire it must be shown that there was 
an actual hostile fire. 
9. A hostile fire is one that becomes uncontrollable or that es-
capes from the place where it is intended to be. 
10. Fire, theft, collision, property damage, and liability insurance 
are the principal forms of automobile insurance. 
Notice of Loss 
1. Notice of loss must be given within reasonable time and in the 
form stipulated by the agreement or by statute. 
2. Standard policies require immediate notice of loss given in 
writing. 
J. Proof of loss must be made in writing within sixty days from 
the time of loss. 
Cancellation and termination 
1. ~~en the ovmer of a business sells outright, his policies on 
the property are automatically canceled. 
2. vVhen a fire insurance policy is assigned without the consent 
of the insurer, it becomes null and void. 
J. An insurance policy may be canceled at any time by either the 
insured or i nsurer provided five days' notice is given. 
4. Unearned premiums must be returned to the insured by the 
underv;ri ter. 
C. Life Insurance 
1. A contract in which the insurer in consideration of the payment 
or the promise of a specified sum agrees to pay a stipulated 
sum at the death of a person is knovm as life insurance. 
2. Life insurance combines insurance protection with saving. 
J. The amotUlt of life insurance that a person carries is usually 
determined by the income that he has and by the income that 
he wishes to leave his dependents. 
4. Life insurance companies require that an applicant for most 
ordinary insurances 
a. Pass a rigid physical examination. 
b. Fill out a blank in which he gives information about his 
age, health, occupation and also the health of his parents. 
5. A person may insure his own life and the life of any other 
person in whom he has an insurable interest. 
6. The person to whom the insurance is to be paid is known as the 
beneficiary. 
7. Anyone may be a beneficiary regardless of whether or not he 
has an insurable interest in the insttred. 
B. Most policies include a clause bywhich the policyholder has 
the right to change the beneficiary at will. 
9. Most insurance companies refuse to accept an application for 
insurance unless the applicant is an insurable risk. Some 
people cannot be insured because of health impediments. 
10. The four most common types of life insurance are: 
a. Ordinary or straight life (sometimes called whole life). 
b. Limited-life. 
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c. Term 
d. Endowment 
11. Ordinary or straight life provides for the payment of premiums 
over the lifetime of the insured. When the insured dies, a 
certain specified sum will be paid to the beneficiary. 
12. Premiums for ordinary life are usually fixed and payable 
annually, semi-annually, quarterly, or monthly . Many people 
are using ordinary life policies as a savings plan for sending 
their children to college. 
13. Ordinary life insurance bas a cash surrender value. 
14. Cash surrender value means that a refund will be made by the 
Insurance Company if the policy is surrendered. 
15. Ordinary life insurance bas borrowing possibilities. 
16. The loan value is the amount of money which may be borrowed 
upon payment of interest charges, with the policy as security. 
17. Limited-payment life provides for payment of premiums over a 
definite period of time, usually ten, twenty, or thirty years. 
18 . After the final payment has been made the policy is said to be 
"paid up." 
19. Limited-life insurance has a cash surrender value. 
20. Term insurance covers the life of the insured for a specified 
period of time only. 
21. At the end of tbe period the term policy expires and has no cash 
surrender value. 
22. These policies are usually used when a person is under special 
risk for a known limited time. 
23. The rates for term insurance are usually lm-1 . 
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24. Endowment policies provide for life insurance together with 
a systematic method of saving. Premiums are paid for a 
definite number of years. 
25. If the insured dies before payments are completed, the face 
value of the policy will be paid to the beneficiary. If 
the insured lives to make the final payment, he himself is 
entitled to receive the face value. 
26. Endowment policies are popular with persons who want to 
accumulate a certain sum of money within a specified time 
and who want protection during that time. 
27. Insurance rates are lower when one is young. 
28. The American Experience Table of Mortality is the medium by 
which rates for life insurance are computed. 
29. The Expectation Table shows the number of years a person of 
a certain age may live. 
30. As a general rule, a policy is not void when the insurer has 
misrepresented his age. 
31. The insurer would make an ad.justment, however, by paying 
only the amount that the premium would have purchased at the 
insured's correct age. 
32. Fblicies usually provide for thirty days of grace. 
33. Thirty days of grace means that the insured may keep the 
policy in force if he pays the premium within thirty days 
after its due date. 
34. When the insured fails to pay a premium when it is due, the 
policy is said to lapse. 
35· All policies give the policyholder the right to reinstate 
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his policy \~thin a reasonable time after lapse. 
36. Double indemnity is a provision .which pays twice the value 
of the policy in case of accidental death. 
37 • Disability income provides for payment of premiums by the 
company plus payment of a monthly income to the owner of 
the policy in case he becomes disabled. 
Incidental Learning Products 
1. To provide an opportunity to develop a more critical att itude 
in the examination and analysis of competing insurance 
policies. 
2. To develop an appreciation of insurance as a protection 
against a vast number of risks. 
3. To expand the legal vocabulary of students of business law 
in insurance. 
Unit Assignment 
Tentative Time Allotment: The suggest ed time allotment for this 
unit is approximately fifteen class periods. 
Introducing the Unit: To introduce this unit on insurance, a 
motion picture, 11 Search for Security, 11 was used. This film traces the 
historical development of insurance, explains how modern insurance 
operates and shows its versatility in meeting indivi dual and family 
needs. Because this is a teaching film, one class period was devoted 
to discussion of the merits of the film and of insurance as a whole. 
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Instructions to the students: On the guide sheet you will find 
questions to be answered and problems to be solved. For most of these 
you will find anff'Ners in your textbook, Pomeroy and Fisk, Applied 
Business Law. The references are coded and the numbers correspond to 
the list of references and materials found at the end of ·Ghe gui de 
sheet. vVhen you h~ve completed the required work, you may use the 
cards in the file which you will find on the table near the teacher's 
desk. You may do only those activities which you are most interested 
in. You need not follow the order in which these cards are filed. 
Core Activities 
You will use your notebooks to answer the questions and to solve 
the problems given on the guide sheet. Please use pen and ink. Do 
not begin the optional activities until you have completed the required 
work. At the end of this unit there will be: 
1. A mastery test covering the material on the guide sheet. 
2. A written composition of about 300 words on "Vfuat I 
have learned about insurance. 11 
Code number 2 is your textbook. The books and other materials 
you will need are on the shelves in front of the room. 
1. \~at is the purpose of insurance? 
2:429 4:242 3:302 
2. What was the nature of insurance in its early development? 
3:201 Filmstrip: 11 How Life Insurance Began" 
3. ~fuat are the essential elements of a contract of insurance? 
2:431-32 3:203 4:243 
4. Who may act as insurers? 
2:432 3:208 
5. What is meant by a standard form of policy? 
2:4h7 3:208 
6. May an oral contract of insurance be valid? 
4:249 
2:431 
7. When does the contract of insurance become binding? 
2:432 3:2o6 4:249 
8. Each student will be responsible for a usable definition of the 
following terms: (A short quiz on these words will be given, but 
it will be announced on the chalkboard beforehand.) 
a. 
b. 
c. 
d. 
e. 
f. 
g. 
h. 
i. 
j. 
k. 
1. 
policy 2:430 
premium 3:207 
loan value 2:437 
beneficiary 3:211 
face value 2:430 
binder 3:2o6 
cash surrender value 2:437 
paid-up-value 2:478 
insurer or underwriter 2:430 
insured or policyholder 
risk 2:430 
indemnity 
3:208 
3:208 
3:2o6 
4:242 
4:242-3 
4:249 
4:242 
4:242 
4:242 
4:249 
9. Carlson owned a valuable diamond ring. The Ajax Insurance Company 
insured this ring against theft for $5,000. Carlson agreed to pay 
$50 a year for the insurance. In this case identify: 
a. the underwrit er b. the premium c. the risk d. the face 
of the policy e. the insured. 
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10. Define insurable interest in persons. 
2:435 3:203 4:246-7 
ll. 1--lhat are representations? 
2:436 3: 218 
12. How are they related to the contract of insurance? 
2: 436 3:218 
13. What is meant by a warranty in contracts? 
2:437 3:218 4:248 
14. How does it differ from a representation? 
2:437 3:218 
15. How does it differ from a warranty in a contract of sales? 
2:437 - 219-220 3:158-159 
16. What is the difference between a valued policy and an open policy? 
17. 
18 . 
2:446 3:211 
Explain whether each of the follm.;ring policies is likely to be 
open or valued: 
a. a fire insurance policy 
b. a life insurance policy 
c. a policy insuring a ship on a voyage 
d. a policy insuring an automobile against theft 
e. a policy insuring a personal talent 
Carl Jennings insured his home, which he had just purchased for 
$12,000, with three insurance companies for a total of $24,000. 
He believed that in case of fire he could collect the loss from 
each of the companies. Was he correct? Explain. 
2:442 
19. Jameson had a wood stove in his home. One day, a very hot fire 
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blistered the furniture and the walls of the room. Jameson was 
insured but the damage caused by the hot fire was not covered by 
the policy. Why? 
2:448-9 
20 . Suppose St. Anthony Hi gh School's athletic association hoped for 
a large attendance at a football game, but was fearful rain would 
ruin the possibilities of a large attendance. Could the associa-
tion insure itself against possible rain? Explain. 
2:448 
21. What is casualty insurance? 
2:443 
22 . Explain: 
1:486-503 
extended coverage 
appraiser 
floaters 
endorsement or rater 
settlement option 
2:445 
2:459 
2:445 
2:451 
2:453 
3:211 
3:211 
1:485 
23. Is an insurance company liable for damages if a collision should 
occur while the car is being driven over the speed limit '? 
2:461 
24. State the provision relating to cancellation of policies. 
2:451 
25. After a loss on an insurance policy, how should a claimant proceed? 
What is included in the loss ? 
2:447-449 
26. What is the purpose of motor vehicle insurance? 
2:457 3:215 4:254 
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27. Insurance companies that write motor vehicle insurance have 
several kinds of coverage. Can you name and give explanations 
of each? 
2:458-64 4:256-62 1:502-3 
28. Does your state require all cars to be covered by liability 
insurance? 
2 :1~66 
29. What is life insurance? 
2:470 4:252 1:507 5:4 
30. How does life insurance differ from property insurance ? 
2:470 4:252 1:519-20 
31 . How does insurable interest apply to life insurance? 
2:471 3:204-5 4:247-52 
32. Give five examples of insurable interest in the life of another 
person. 
33 . List four reasons why a person should carry life insurance . 
5: 6 
34. There are four different types of life insurance commonly recommended: 
ordinary life (sometimes ca.Lled >-Thole life), limited payment, term, 
and endowment. Give a brief explanation of each. 
2:472-73 
1:512-15 
3:210-11 
5:10-ll 
35. What kind would best suit your father ? Why? 
4:253-54 
36 . Which kind of insurance would you advise a man fifty-five years of 
age to purchase? A young man who has difficulty in saving money? 
A man who desires a regular income in his old age? A man who desires 
to be protected for a specified period of time only '? A man who has 
tioston UniversitY 
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a son two years old and wants to be sure he will be able to send 
him to college when he is out of high school? 
37. Most insurance policies contain an "incontestable clause." 
Explainand give an example : 
2:475 3:219 
38. Define beneficiary as related to life insurance. When may a 
beneficiary be changed ? 
1:508 4:242 5:12 
39· Unless otherwise stipulated in the policy, does suicide void a life 
insurance policy·? Explain. 
2:476 3:206 
4o. What is the effect of death by violation of law? 
2:476 
41 . Can .you explain why older people must pay higher premiums than 
younger people when they take out life insurance ? 
5:4-5 
42. Does a person immediately forfeit his privileges if he defaults on 
a premium? 
2:477 5:14-15 
43. If a person contracts for life insurance and says that he is younger 
than he is in order to pay a lower premium can the insurance com-
pany terminate the contract ? 
3:211 
44. Would. you lose all the money paid for an ordinar y life insurance 
policy if you allowed it to lapse ? 
2:477 5:14 
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45. Is it possible to borrow on all life insurance policies? 
2:477-8 5:14 
46. A friend of yours holds a policy with his mother as beneficiary. 
If he marries, can he change the beneficiary on his policy? 
2:481 3:211 5:12 
47. What are double indemnity and disability provisions? 
2:482 5:13 
48. "Double indemnity clauses have been a source of much litigation." 
What do you understand by this quotation? 
2:482 
49. May a minor avoid a contract for life insurance as he does other 
contracts? 
2:432 
50. Can you list the four optional settlements found in most life 
insurance policies? 
2:478-79 5:16-17 
Optional Related Activities 
The following activities are meant to provide for individual 
differences. Students should be encouraged to study these problems and 
to solve asmany as time and interest will permit. 
1. Explain briefly the difference between Mutual Insurance Companies 
and Stock Insurance Companies. 
2. Outline a brief history of insurance from its earliest developments . 
3. SOLVE: On October 10, you insured your home for a period of three 
years, paying the premium in advance. On December 1, you 
sold your home to Joseph Lane. \{lhat did you do with the 
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insurance policy? 
4 • . Explain the 80 per cent co-insurance clause. 
5. SOLVE: Property worth ~p32,000 was insured for three fourths of 
its value. Fire and water caused damages for $12,000. 
If the property was insured under a co-insurance clause 
policy, what would the recoverable amount be? 
6. On a policy insuring against property loss of any kind, what 1rlll 
limit liability unless there is a stipUlation otherwise? 
7. Can A recover on a fire insurance policywhere A has intentionally 
caused the loss? Explain. 
8. Look up the following in any book on the reference shelf: 
a. Fire loss clause f. Alienation clause 
b. Lightning clause g. Assignment clause 
c. Location and removal clause h. Cancellation clause 
d. Pro rata clause i. Additional insurance clause 
e. Vacancy clause 
9. Pretend you are an insurance agent. How would you explain the 
following types of insurance to prospects: 
a. Marine insurance d. Burglary insurance 
b. Accident insurance e. Health insurance 
c. Fidelity insurance f. Credit insurance 
10. Most of the workers of the United States are now protected by two 
types of social insurance established by the Social Security Act 
of 1935. Prepare a report on: 
a. Workmen 1 s Compensation Insurance 
b. Old Age Pension Insurance 
Use the bulletin board to display posters, clippings, etc. (Consult 
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with the teacher for the best time to give your report to the 
class.) 
11. Narrate to the class a true story illustrating the risks that an 
uninsured person takes. (Arrange with the teacher for the time.) 
12. A student who has been absent for several days asks for an ex-
planation on how Life Insurance Companies determine premium rates. 
Make the necessary explanations and give illustrations. (Consult 
with the teacher for the propertime to give this lesson to the 
class.) 
13. Draw a poster to illustrate why a man should take fire insurance 
on bis home. 
14. Make a graph showing the following information on a $1,000 
twenty payment life policy: 
Age Premium 
20 $27 . 
25 29. 
30 32. 
35 35· 
4o 39· 
45 44. 
50 51. 
55 6o . 
15. List four reasons why a person should carry life insurance. 
16 . vfuat are Mortality Tables? 
17. What is a Life Expectation Table '? Upon what source is an 
Expectation Table based? 
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18 . According to a Life Expectation Table, how many additional years 
is a 4o year-old man expected. to live? 
19 . What assurance can you have that the Insurance Company you are 
dealing with is safe? 
20 . Using the chart on page 10 of "Blueprint for Tomorrow, 11 answer the 
following questions: 
a. How much does a man have to pay if he buys the term insurance 
policy at the age of 25? 
b. What is the cash value of the endowment policy at age 30? 
c. What is the cash value of the limited-payment life insurance 
policy shown here at age 35? 
d. What is the cash value of the straight life insurance policy 
at age 65? 
21. Does your State have a financial responsibility law? Explain. 
22. Many life insurance policies have the automatic premium loan 
feature. Investigate and report to the class on the manner in 
wh~ch this benefit works. (Consult with your teacher for the best 
time to give your report to the class.) 
23. Make an oral report on the increase in expectation of life in the 
United States from 1900 to 1950. 
24. Some student may have a life insurance policy of his own. Report 
on the type of policy it is and for what needs it was purchased. 
25. 11Endowment policies can be purchased to provide funds for a 
e . college education whether the parent lives or dies. II Report 
orally to the class on the meaning of this statement. (Arrange 
•nth the teacher for the best time to give your report.) 
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26. Write a letter to someone who las said he is protecting his family 
best by regularly setting aside in a "piggy" bank 10 per cent 
of his weekly salary. Tell him of a better way he can save money 
through insurance. 
27. Draw a poster illustrating a reason why one should take out a 
life insurance policy. 
28. On page 21 of "Blueprint for Tomorrow, " you will find an application 
blank for insurance. Fill out the application form. Choose what-
ever kind of insurance you want, and decide how much you want to 
buy. Before you fill out the application read the questions and 
answers that you will find on page 20. 
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1. Bliss, s. and Rowe, c., Everyday Law, Heath and Company, Boston, 
Massachusetts, 1939. 
2. fisk, McKee and Pomeroy, Dwight A., Applied Business Law, South-
Western Publishing Company, New Rochelle, New York, 1950. 
3. Lavine, Lincoln A. and Edelson, E. M., Basic Business Law, The 
H. M. Rowe Company, Baltimore, 1fu.ryland, 1953. 
4. Rosenberg, Robert R., Essentials of American Business Law, Gregg 
Publishing Division, McGraw-Hill Book Company, New York, New 
York, 1955. 
Booklets and Pamphlets 
5. Enterline, H.; Freeman, M. and Goodman, K., "Blueprint for Tomorrow," 
Educational Division Institute of Life Insurance, New York, 
New York, 1954. 
6. "Handbook of Life Insurance," Institute of Life Insurance, Nerv 
York, New York. 
1. "Life Insurance Fact Book," Institute of Life Insurance, New York, 
Nev.r York. 
8. "What Life Insurance Means," Institute of Life Insurance, New York, 
New York. 
Filmstrip 
9. "How Life Insurance Began," Institute of Life Insurance, New York, 
New York, 44 frames. 
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Mastery Test 
Directions: Indicate whether the following statements are TRUE or FALSE 
by placing T or F in the space before each sentence. 
---
l. The premium is the amount that the insurance company returns 
to the policyholder after a certain number of years. 
---
2. Insurance rates are lower when one is young. 
---
3. The person to whom insurance is to be paid is called the 
beneficiary. 
___ 4. The insurance company names a beneficiary when a person 
takes an insurance policy. 
---
5. Small, frequent, installment premiums are less costly in 
the long run. 
___ 6. Endowment insurance provides only temporary protection. 
---
7. Your insurance rate decreases as you get older because the 
risk of death increases. 
8. Endowment policies are popular with persons who want to save 
----
money and who want protection at the same time. 
9. An insurance contract may be made orally. 
---
10. The insurable interest in property need not exist at the time 
---
of the loss. 
ll. A creditor has no insurable interest in the life of his 
---
debtor. 
12. An open policy sets a maximum limit for which the insurer 
---
will be liable in case of loss. 
13. An insurable interest in the life of another must exist at 
---
the time the loss occurs. 
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14. A hostile fire is one that escapes from the place where it 
---
is intended to be. 
--~15. The insured cannot recover damages arising out of a hostile 
fire. 
16 . All life insurance policies may have a cash surrender value . 
---
--~17. Some people cannot be insured because of health impediments. 
18 . Misrepresenting one's age voids a life insurance policy. 
---
19. The insured may assign a fire insurance policy without the 
---
consent of the insurance company. 
20. A life insurance policy is not payable in case of death by 
---
suicide, unless the policy so states. 
21. Every person has an insurable interest in his own life. 
---
22. A fire insurance policy may be canceled. by either party by 
---
giving five days' notice. 
23. Limited life insurance has no cash surrender value. 
---
24. If the insured is not satisfied with the adjustment made by 
---
the insurance company after appraisal of damage, he has no 
right to bring suit in court. 
25. In case of cancellation of policy, the unearned premiums __ __; 
paid shall be returned to the insured. 
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Matching 
Directions: In the parenthesis after each expression in Column II, 
vrrite the letter of the word or phrase in Column I that 
is most closely related to it. 
Colunm I 
A. Beneficiary 
B. Cash surrender value 
c. Endowment policy 
D. Insurable interest 
E. Loan value 
F. Policy 
G. Premium 
H. Property damage 
I. Open policy 
Colunm II 
1. Makes it possible to borrow from 
the company. 
2. The person who receives the payment 
from the insurer. 
3. The consideration paid to the insurer 
in return for his promise to pay in 
case of loss. 
4. A definite fixed amount agreed upon 
by the parties in the event of loss • 
.. 
5. A form which must be used in fire 
i nsurance and prescribed by many 
states. 
6. Insurance policy which provides for 
J. Ordinary life policy payment of premiums over the life-
time of the insured. 
K. Risk 
1 . Standard Policy 
M. Term insurance 
N. Undervf.l:'i ter 
0. Valued policy 
7. Policies designed for investment as 
well as for protection. 
8. A form of insurance for persons who 
need a large amount of insurance for 
a relatively short period of time. 
9. The insured is benefited by the con-
tinued existence of the property of 
a person. 
10. If a policy has been in effect for 
at least two years, the insured can 
( ) 
( ) 
( ) 
( ) 
( ) 
( ) 
( ) 
( ) 
( ) 
recover a certain sum. ( ) 
11. A maximum amount named in the policy 
for which the insurer can be held 
li~~- ( ) 
12. Also called the insurer. ( 
13. Affords protection on damage done to 
the property of others. ( 
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Completion 
Directions: In the following statements, important words are omitted. 
Fill each space so as to make a complete and correct 
statement. 
1. Insurance is a contract by which, for a fixed payment called the 
---------------' one party, called the 
indemnify the other party, called the 
loss from a specified risk. 
_______________ agrees to 
________________ against 
2. The consideration in a contract of insurance is the 
3· The written contract of insurance is called the 
4. Any assertion or promise stipulated or incorporated in the policy 
is called a 
5· Losses caused by chance, negligence, or accident are usually 
indemnified if the insured carries insurance. 
----------------
6. As a protection to the insured, most states have adopted. what is 
known as a --------------~policy for fire or other losses. 
days from 7. Proof of loss must be in writing within 
the time of loss. 
---------------
e. A refund on a surrendered policy is called a 
9· insurance covers the life of the insured for a 
specified period of time only. 
10. The _______________ shows a number of years a person of a certain 
age may live . 
11. The clause which provides for payment of twice the value of a 
policy in case of accidental death is called 
12. days' notice is prescribed by the Standard policy 
---------------
before cancellation by the insurer is effective. 
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Multiple Choice 
Directions: Select the proper word or phrase that will make the state-
ment correct. Use the parentheses for your answer . 
1. Cash surrender values are benefits which are found in : 
a . all life insurance policies 
b. only a few life insurance policies 
c. most life insurance policies 
d. no life insurance policies ( ) 
2. A contract between a person and his insurance company is commonly 
called: 
a. the policy 
b . the premium 
c. the cash value 
d. the life table ( ) 
3. If you wanted to insure your automobile against fire due to any 
cause vrhatever, you would need: 
a. property damage insurance c. comprehensive 
b. collision insurance d. fire insurance ( ) 
4. If you wanted motor vehicle insurance that would cover damages 
to the property of others: 
a. property damage insurance c. comprehensive 
b. collision insurance d. fire insurance 
5. If you wanted motor vehicle insurance that would. cover damage 
to your own car: 
a. property damage insurance c. comprehensive 
b . collision insurance d. fire insurance 
6. Property insurance that protects against loss of or damage to 
vessels or cargoes: 
( ) 
( ) 
a. liability c. inland marine 
b. floaters d. marine ( ) 
7. If Jackson insured his home with three different companies for 
$6,000 in each company, in case of damage by fire he could collect: 
a. $12,000 c. $6,000 
b. $18,000 d. $8,000 ( ) 
8. A policy in which there is a definite fixed amount agreed upon by 
the parties in the event of loss is: 
a. valued policy c. blanket policy 
b. open policy d. property policy ( ) 
9. A policy that requires premiums to be paid each year until the 
death of the insured: 
a. limited-life c. endowment 
b . term d. ordinary life ( ) 
10. Policies designed for investment as well as for protection: 
a. limited-life c. endowment 
b. term d. ordinary life ( ) 
11. A policy which requires the insured to pay higher premiums each year 
for a stated number of years: 
a. limited-life c. endowment 
b. term d. ordinary life ( ) 
12. A policy that terminates upon completion of the period stipulated 
and does not have cash or loan values: 
a. limited-life c. endowment 
b. term d. ordinary life ( ) 
64. 
~ -) 
Problems 
Directions: In the following problems, underscore the correct answer 
YES or NO and write in one sentence a reason giving the 
main legal principle involved. 
1. Jean took out an insurance on the life of Lane, who owed him $10,000. 
After several years Lane paid the debt. Jean, however, continued 
the policy on Lane's life. Was the policy valid? 
YES NO 
2. Reason: 
3· George carried public liability and property damage insurance on 
his automobile. His car was damaged as the result of being crowded 
off the road. Is he entitled to collect from his insurance company? 
YES NO 
4. Reason: 
5· Manley, who lived in a frame house, carried fire insurance on his 
furniture. He moved into a brick house in a less hazardous locality, 
but failed to notify the insurance company. Later, fire damaged his 
furniture. Can ~'ianley collect on his policy? 
YES NO 
6 . Reason: 
7. Jansen borrowed $5,000 from Jones and gave a mortgage on his house 
as security. Jones then took out a fire insurance policy on the 
house . The house burned. Jones seel~s to collect the insurance . 
Can he collect? 
YES NO 
8 . Reason: 
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9. Denault, a minor insured his house and paid $150, which was to 
cover the cost for five years. One year later he sought to avoid 
the contract on the grounds of infancy. Can he do so ? 
YES NO 
10. Reason: 
11. Johnson was killed in an automobile accident. Three persons held 
life insurance policies on his life: a creditor to the extent of 
$1,400; his wife; and his daughter who was entirely dependent upon 
him for support. Is each of the three entitled to collect? 
YES NO 
12. Reason: 
13. Jennings stored his furniture in a warehouse, left his house vacant, 
and went to Florida for an indefinite stay. The house was dan~ged 
by fire during his absence. Is the company liable for the loss ? 
YES NO 
14. Reason: 
15. Colbert had his Ufe insured, ~king his mother the beneficiary. 
He later ~rried and made his wife the beneficiary. When he died, 
his mother sued to collect the insurance. Will she collect? 
YES NO 
16 . Reason: 
17. Janet Smith took out a policy on the life of her brother who was 
her sole support. She continued payment of the premiums even after 
she had married a wealthy man. vlhen her brother died, she sought 
to collect on the policy. Could she do so ? 
YES NO 
18. Reason: 
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19 . Allain had a wood stove in his sitting room. One day an extremely 
hot fire blistered the furniture. Allain had a fire insurance 
poli cy and sought to collect damages from the insurance company. 
Will Allain recover damages caused by the fire ? 
YES NO 
20. Reason: 
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Key to Mastery Test 
True - - False 1\f,atching Completion 
1. F 1. E 1. premium, i nsurer, insured 
2. T 2. A 2. premium 
3. T 3. G 3. policy 
4. F 4. 0 4. warranty 
5. F 5. L 5. casualty 
6. F 6. J 6. standard 
?. F ?. c 7. sixty 
8. T 8. M 8. cash surrender value 
9. T 9. D 9. term 
10. F 10. B 10. expectat ion table 
11. F 11. I 11. double indemnity 
12. T 12 . N 12. five 
13. F 13. H 
14. T 
15. F 
Multiple Choice 
16. F 
17. T 1. c ?. c 
18 . F 2. a 8. a 
19. F 3 . c 9. d 
20. T 4. a 10. c 
21. T 5. b 11. a 
22 . T 6. d 12. b 
23 . F 
24 . F 
25 . T 
( . 
I 
69 
Problems 
1. Yes 
2. Insurable interest in persons need not exist at the time of loss. 
3· No 
4. He would need collision insurance in this case. 
5. No 
6. Consent of the insurance company is necessary, otherwise the policy 
becomes void. 
7· Yes 
8 . A mortgagee has an insurable interest in the property on which he 
he holds a mortgage. 
9 · Yes 
10. Contracts of minors are voidable. 
11. Yes 
12. Each had an insurable interest in the life of Johnson. 
13. No 
14. Unless Jennings notified the company of the vacancy, the company 
is not liable. 
15. Yes 
16. Unless his mother gave her written consent to the change when he 
married. 
17. Ye s 
18 . It is not necessary to have an insurable interest in the life of a 
person at the time of loss. 
19 . No 
20. This was a friendly fire which cannot be considered. as an actual fire. 
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